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Italy’s  Road  Back 

BY  FRED  W.  RIGGS 

THE  basic  problem  of  Italy  is  that  it  has  too 
many  people  in  relation  to  the  available  land,  raw 
materials,  capital,  and  energy  reserves.  No  matter 
how  the  goods  that  can  be  produced  are  shared, 
there  is  not  enough  for  everyone,  and  when  the 
limited  supplies  available  are  inequitably  distrib¬ 
uted,  social  stability  tends  to  be  disrupted. 

DESPERATE  POVERTY 

The  extent  of  Italy’s  poverty  may  be  seen  from 
the  estimate  that  per  capita  income  in  prewar 
Italy  was  only  about  one-half  of  that  in  France 
or  Germany,  one-third  of  that  in  Britain  and  one- 
fourth  of  that  in  the  United  States.^  Southern  Italy 
and  the  islands  of  Sicily  and  Sardinia  could  pro¬ 
vide  their  populations  with  only  half  the  per  capita 
income  of  northern  Italy.  The  unemployed,  share 
croppers,  tenant  farmers  and  hired  hands  received 
even  less  than  the  average,  while  the  industrial, 
landowning  and  governing  groups  received  far 
more. 

In  1934-38  the  average  Italian  consumed  2,636 
calories  a  day.  In  1946-47  he  could  get  merely 
2,123.  1947*4^  risen  to  2,139 

and  he  was  promised  2,550  calories  a  day  by  1949- 
50.  With  3,000  calories  a  basic  minimum  and  2,400 
the  level  of  malnutrition,  those  who  fell  below 
2,000  calories  a  day  faced  the  prospect  of  serious 
undernourishment.  By  contrast  the  average  citi¬ 
zen  of  the  United  States  in  1947-48  consumed  3,444 
calories,  in  Britain,  2,842.^ 

Before  the  war  more  than  ten  out  of  every 
hundred  babies  born  in  Italy  died  before  their  first 
birthday.  Only  about  six  died  in  Britain,  seven  in 
France,  five  in  the  United  States,  four  in  Sweden. 
By  1947  the  average  infant  mortality  in  Italy  had 
fallen  to  eight,  indicating  a  real  improvement  in 

1.  Economic  Cooperation  Administration,  Italy,  Country  Study 
(Washington,  1949),  pp.  7,  9.  Gross  national  product  (in 
1948  prices)  was  $11.57  billion  in  1938,  $9.68  billion  in  1947, 
$10.52  billion  in  1948.  Projections  for  1949-50  anticipate  a 
rise  to  98  per  cent  of  the  1938  level.  Slightly  different  figures 
are  given  in  Bruno  Foa,  Monetary  Reconstruction  in  Italy  (New 
York,  Kings  Crown,  1949),  p.  i45* 

2.  Food  and  Agriculture  Organization,  State  of  Food  and 
Agriculture,  1948  (Washington,  1948),  pp.  107,  130. 


infant  care  standards,  but  a  level  still  inferior  to 
that  of  other  Western  countries.^ 

The  problem  of  providing  sustenance  for  Italy’s 
population  is  aggravated  by  its  rapid  rate  of  in¬ 
crease,  approximately  400,000  a  year.  About  25 
million  in  1861,  the  population  has  grown  to  46 
million  at  the  present  time,  and  a  figure  of  49.5 
million  is  projected  for  1970.'*  The  total  labor  force 
was  estimated  at  20.7  million  in  1948  and  growing 
at  the  rate  of  about  100,000  a  year. 

HIGH  UNEMPLOYMENT  RATE 

Employment  has  not  been  able  to  keep  up  with 
this  rapid  growth.  At  the  present  time,  some  10  per 
cent  of  the  total  labor  force  is  unemployed, 
representing  extreme  aggravation  of  a  long-stand¬ 
ing  condition.  In  1926,  114,000,  or  about  0.6  per 
cent  of  the  working  population,  were  unemployed. 
By  1933  the  number  grew  to  one  million,  or  5.9 
per  cent  of  the  labor  force.  Despite  extensive  pub 
lie  works  and  use  of  many  men  in  the  armed  forces 
under  Mussolini,  unemployment  continued  on  a 
large  scale,  numbering  around  700,000  to  800,000 
until  the  outbreak  of  World  War  II.’ 

In  the  aftermath  of  war,  particularly  while  lack 
of  supplies  and  damaged  equipment  prevented 
restoration  of  production,  unemployment  soared. 
The  exact  number  today  cannot  be  accurately  de¬ 
termined.  Registration  in  the  unemployment  offices 

3.  Italy,  Istituto  Centrale  di  Statistica,  Bollettino  Mensile  it 
Statistica  (Rome),  November-Dccember  1948,  p.  4;  League  of 
Nations,  Statistical  'iearbool{,  1942-44,  pp.  44-45. 

4.  Ivor  Thomas,  The  Problem  of  Italy  (London,  Routledge, 
1946),  chap.  2;  F.  W.  Notestein,  The  Future  Population  of 
Europe  and  the  Soviet  Union  (Geneva,  League  of  Nations, 
1944),  p.  290;  ECA,  Italy,  cited,  p.  59;  Bollettino,  cited,  p.  4- 
Estimates  of  annual  increase  in  population  vary  depending  on 
size  of  territory  considered,  the  years  taken,  source  of  statistics, 
how  allowance  for  net  emigration  is  computed,  and  so  on. 
According  to  the  ECA  report,  average  increase  for  I943’45 
was  180,000;  for  1946-47,  481,000;  and  for  1948,  357,000. 
Population  growth  could  be  retarded  by  a  vigorous  program 
for  extension  of  birth  control  methods  but  because  of  Church 
opposition,  it  is  unlikely  that  this  course  will  be  followed  in 
Italy.  Far  more  significant  is  the  fact  that  as  industrialization 
and  urbanization  increase,  voluntary  reduction  of  family  sia 
and  population  stabilization  ensue. 

5.  P.  Saraceno,  Element!  per  tin  Piano  Quadriennale  i) 
Sviluppo  Dell’  Economia  Italiana  (Rome,  Istituto  Per  la  Ri- 
costruzione  Industriale,  1947). 
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totaled  1.7  million  in  1946,  2  million  in  1947,  and 
an  estimated  2.2  million  in  1948.  Since  some  em¬ 
ployed  persons  register  for  better  positions,  and 
there  is  some  double  registration,  it  is  thought  that 
effective  unemployment  may  be  some  20  per  cent 
less,  bringing  the  figure  for  1948  to  1.7  million.^ 
Unemployment  figures  alone,  however,  do  not 
give  a  complete  indication  of  the  underemploy¬ 
ment  of  Italy’s  productive  force.  At  the  present 
time,  for  example,  a  substantial  number  of  sur¬ 
plus  employes  are  retained  on  industrial  pay  rolls, 
the  available  work  being  shared  among  them.  It  is 
estimated  that  such  surplus  workers  total  100,000. 
Moreover,  in  agriculture  large  numbers  of  laborers 
remain  on  farms  where  there  is  little  or  nothing  for 
them  to  do,  hired  hands  particularly  working  only 
a  limited  number  of  days  each  year.  Perhaps  600,- 
000  would  be  an  approximate  measure  of  the  num¬ 
ber  of  substantially  unemployed  agrarian  workers.’ 

According  to  estimates  being  used  by  the  Italian 
government,  a  total  labor  force  of  2.1  million  will 
have  to  be  provided  for  over  the  next  four  years, 
including  1.48  million  now  unemployed  and 
640,000  new  persons  entering  the  labor  market. 
The  government  hopes  to  find  jobs  for  1.2  million 
and  emigration  opportunities  for  500,000  workers, 
leaving  420,000  unemployed  by  1952.®  Total  emi¬ 
gration  would  have  to  exceed  500,000  during  the 
four-year  period  in  order  to  dispose  of  this  num¬ 
ber  of  workers  with  their  families. 

EMIGRATION  NEEDS 
Large  scale  emigration  began  in  the  1870’s,  with 
over  100,000  persons  leaving  Italy  annually  in 
search  of  work.  The  volume  rose  steadily  until, 
in  1913,  it  reached  over  870,000.  During  World 
War  I  it  fell  to  some  200,000  a  year,  but  rose  again 
to  more  than  600,000  in  1920.  In  subsequent  years, 
as  a  result  of  restrictions  by  other  countries  on  im¬ 
migration,  notably  in  the  United  States,  and  also 
because  of  Fascist  autarchic  policies,  emigration 
declined  to  abr>ut  50,000  a  year.^  During  the  past 
half  century,  about  30  per  cent  of  the  natural 
increase  in  the  population  has  emigrated.  Only 
about  15  per  cent  (some  50,000  a  year)  were  able 
to  find  productive  employment  in  Italy,  leaving 
55  per  cent  of  the  increase  in  the  category  of  un¬ 
employed,  dependents,  or  military  personnel. 

Emigration  from  Italy,  virtually  halted  during 
World  War  II,  was  resumed  in  1946  when  86,000 

ECA,  Italy,  cited,  pp.  60-61;  United  Nations,  Monthly  Bulle- 
<”i  of  Statistics,  March  1949,  p.  23.  No  doubt  many  unemployed 
P«rs(fls  also  fail  to  register. 

1-  ECA,  Italy,  cited,  p.  10. 

Ibid.,  pp.  46-47;  Saraceno,  op.  cit. 

5-  T.homas,  op.  cit.,  pp.  23-29. 


workers  left  the  country,  mainly  for  other  parts 
of  Europe,  and  rose  in  1947  to  284,000,  although 
the  bulk  of  this  flow  consisted  of  temporary  mi¬ 
grants  to  other  European  countries,  especially 
Switzerland,  Belgium  and  France.  Argentina, 
however,  took  25,000  Italians  in  1947,  and  has 
agreed  to  the  transfer  of  100,000  during  1948  and 
61,000  during  the  first  nine  months  of  1949.  Other 
agreements  are  being  negotiated,  notably  with 
Venezuela,  Brazil  and  Canada.  The  Italian  gov¬ 
ernment  estimates  the  possibilities  for  1949  at  over 
200,000.  If  emigration  on  this  scale  could  be  main¬ 
tained,  it  would  be  possible  to  siphon  off  Italy’s 
natural  increase  in  population. 

.A  number  of  obstacles,  however,  stand  in  the 
u  ay  of  achieving,  and  continuing,  this  rate  of  emi¬ 
gration.  A  major  immediate  bottleneck  is  the  lack 
of  adequate  transportation  facilities.  Moreover,  the 
receiving  countries  generally  lack  adequate  capital 
for  settlement  projects,  and  want  skilled  labor, 
whereas  trained  people  are  needed  in  Italy,  the 
largest  surplus  consisting  of  unskilled  peasants. 

In  this  connection  the  Economic  Cooperation 
Administration  has  recommended:  i)  loans  to  re¬ 
ceiving  countries  to  develop  settlement  areas;  2) 
the  use  of  Italian  counterpart  funds  to  help  in 
large-scale  labor  training;  3)  aid  in  finding  addi¬ 
tional  shipping  space;  and  4)  increased  oppor¬ 
tunity  for  emigration  to  the  United  States  where, 
at  present,  only  5,800  Italians  may  enter  annually.*® 

AGRICULTURAL  PROSPECTS 

Any  hope  for  improving  the  living  standards 
of  those  Italians  who  cannot  emigrate  depends  on 
the  possibility  of  raising  the  levels  of  domestic  pro¬ 
duction.  In  agriculture  definite  opportunities  are 
open,  but  they  are  sharply  limited. 

Of  the  30.1  million  hectares  of  Italian  territory, 
27.76  million  were  found  to  be  productively  em¬ 
ployed  in  1930,  and  only  2.3  million  hectares — 
largely  inferior  clay  soils,  marsh  lands,  urban  areas, 
and  so  forth — were  unproductive.  Less  than  one- 
fifth  of  the  total  productive  area  is  utilized  for 
woods  and  forests,  another  fifth  fijr  forage  and 
pasture,  and  over  three-fifths  for  agriculture,  of 
which  35  per  cent  is  devoted  to  cereals,  primarily 
wheat.* ' 

10.  EGA,  Italy,  cited,  pp.  42-43;  ].  D.  Zellerbach,  “L’E.  R.  P. 
e  ITniigrazione  Italiana,”  Italiani  net  Mondo,  January  10,  1949. 
pp.  1-3.  A  number  of  bills  now  before  Congress  would  expand 
the  quota  for  Italy  temporarily  by  various  means.  These  in¬ 
clude  H.R.  455,  964,  1428,  1550,  1928,  and  2194.  See  also, 
“Bilateral  Agreements  between  Italy  and  other  Countries,” 
Second  Session  of  the  Permanent  Migration  Committee  (Geneva, 
ILO,  1948),  pp.  78-93. 

11.  Ernesto  Lama,  “Distribution  and  Extension  of  Landed 
Property,”  Review  of  Economic  Conditions  in  Italy,  Septem¬ 
ber  1948,  p.  326. 
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Italy’s  road  back 


Half  of  Italy’s  population  is  rural,  with  about 
147  agricultural  workers  per  square  mile  of  culti¬ 
vated  land  compared  with  85  per  square  mile  in 
France  or  67  in  Britain.  Yet  the  yield  of  wheat  per 
hectare  in  Italy  is  about  14.3  quintals  compared  to 
15.3  in  France  and  22.8  in  Britain.'^  Agricultural 
production  in  Italy  has  thus  been  pushed  to  a 
point  of  rapidly  diminishing  returns  with  a  dense 
population  forced  to  subsist  on  a  relatively  low 
crop  yield.  Only  when  a  large  share  of  the  rural 
population  leaves  for  industry,  or  for  other  coun¬ 
tries,  will  those  remaining  on  the  land  earn  an 
adequate  livelihood  and  still  produce  food  sur¬ 
pluses  for  sale  both  abroad  and  at  home. 

Within  the  existing  framework  of  population 
distribution,  however,  some  improvement  is  pos¬ 
sible.  Certain  technical  measures  —  irrigation  and 
drainage  projects,  better  seed,  more  fertilizer,  im¬ 
proved  application  of  modern  techniques  and  ma¬ 
chinery,  crop  rotation  and  soil  conservation — might 
increase  the  productivity  of  the  land.  Unfortun¬ 
ately  these  involve  long-range  programs  and  con¬ 
siderable  capital  investment,  including  costs  of  edu¬ 
cation  and  promotion.*^  Even  with  so  obviously 
advantageous  an  innovation  as  hybrid  corn,  ag¬ 
ricultural  experts  have  "encountered  peasant  resist¬ 
ance  not  only  in  the  pasta  eating  South,  but  also 
in  the  corn-meal  eating  North. 

DEVELOPMENT  PROJECTS 

The  Economic  Cooperation  Administration,  as 
its  contribution  to  agriculture,  has  approved  in 
principle  Italy’s  request  that  70  billion  lire,  out  of 
the  250  billion  lire  counterpart  fund  in  1948-49, 
should  be  allocated  for  agricultural  projects.  The 
plan  calls  for:  i)  reclamation  of  one  million  hec¬ 
tares  (about  2.5  million  acres)  of  land;  2)  irriga¬ 
tion  of  half  a  million  hectares,  thus  tripling  em- 
ployn.jnt  on  the  fields  involved;  3)  aid  to  farmers 
in  improving  farm  buildings  and  irrigation  plants; 
4)  experimental  services  and  demonstration  cen¬ 
ters;  and  5)  training  of  Italian  specialists  abroad. 
Six  specific  agricultural  improvement  projects  were 
authorized  in  March  1949,  involving  the  drain¬ 
age  of  8,300  hectares  by  July.*"*  Italy’s  agricultural 
program  calls  for  the  expansion  of  nitrogen 
utilization  from  83,000  metric  tons  a  year  in  1934- 
38  to  180,000  by  1950-51;  potash  from  24,000  to 

12.  Marthe  Rajchman,  Europe,  an  Atlas  of  Human  Geography 
(New  York,  Morrow,  1944),  pp.  54-57.  (One  hectare  equals 
2.471  acres;  one  quintal  equals  220.46  lbs.) 

13.  For  a  general  discussion  see,  Ernest  Dale,  “Economic  Re¬ 
construction  of  Italy,”  Foreign  Policy  Reports,  November  i, 
1946. 

14.  New  Yorl^  Times,  December  21,  1948;  Department  of 
Commerce,  Foreign  Commerce  Weekly,  March  7,  1949,  p.  16. 


40,000  metric  tons,  and  phosphates  from  190,000 
to  330,000  metric  tons.  Annual  tractor  requirements 
are  expected  to  rise  to  3,950  by  1950-51  compared 
with  prewar  requirements  of  2,950.'* 

Reform  of  the  system  of  land  tenure  has  also  been 
advocated  as  a  method  of  increasing  agricultural 
production.  Such  reform  has  political  and  sodal 
implications  of  the  utmost  importance,  probably 
outweighing  its  actual  effect  on  production.  In¬ 
deed,  it  is  likely  that  in  the  short  run  any  drastic 
reforms  will  cause  a  drop  in  crop  yield.  Thus  the 
timing  of  change  is  important,  since  the  advantage 
of  maintaining  production  in  a  given  year  must 
be  balanced  against  the  social  gains  to  be  expected 
from  reform. 

One  type  of  proposed  reform— embodied  in  a 
bill  now  before  the  Italian  parliament  and  ex¬ 
pected  to  pass — will  improve  the  legal  status  of 
tenants  and  share  croppers  within  the  existing 
pattern  of  landownership.  The  proposed  law  pro¬ 
vides  for:  i)  minimum  tenure  for  tenants;  2)  set¬ 
tlement  of  disputes  in  court;  3)  termination  of  per¬ 
sonal  service  and  prerequisites  demanded  of  ten¬ 
ants;  4)  an  option  for  the  tenant  to  buy  his  holding 
if  it  is  offered  for  sale;  5)  required  investment  by 
owners  of  a  fixed  portion  of  gross  income  from 
rented  land  in  permanent  improvements;  and  6) 
an  increased  share  of  the  crop  for  the  tenant.'* 

Another  type  of  reform,  more  far-reaching  in 
character,  would  involve  a  reshuffling  of  farm 
properties,  the  consolidation  of  tiny  strips,  and  the 
breaking  up  of  large  estates.  The  Communists,  for 
example,  advocate  the  expropriation  of  all  prop¬ 
erties  over  TOO  hectares,  to  be  divided  among  the 
poor  peasants.  The  landowners,  acting  through  the 
Italian  Agricultural  Confederation  (Confida),  arc 
vigorously  opposing  such  a  reform. 

THE  SEGNI  PLAN 

Minister  of  Agriculture  Antonio  Segni  has  put 
forward  a  more  modest  plan  for  land  redistribu¬ 
tion.  All  properties  with  incomes  above  a  certain 
amount — 10,000  gold  lire,  or  about  2.5  million  cur¬ 
rent  lire  (approximately  $4,000) — would  be  liable 
to  expropriation  by  the  state  which  would  com¬ 
pensate  the  owners  and  advance  loans  to  poor 
peasants  to  buy  the  land.  It  is  estimated  that 
properties  in  this  category  cover  about  14.9  pet 
cent  of  the  productive  land,  constituting  i  per  cent 
of  the  total  number  of  properties  (counting  ten- 

15.  (Committee  of  European  Economic  Cooperation,  Vol.  D, 
Technical  Reports  (Department  of  State),  Publication  2952- 
pp.  111-19. 

16.  P.  G.  Treves  and  Ettore  Bombard,  “Review  of  Italian  Eco¬ 
nomic  Events,  1948,”  Economic  News  from  Italy,  January 
1949. 
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ants  of  all  kinds).  Some  4  million  hectares  of  land 
might  be  involved,  but  of  these  over  22  per  cent 
belong  to  public  bodies.^^ 

The  Confida  has  opposed  this  reform  on  the 
following  grounds:  i)  the  heavy  burden  on  the 
state,  estimated  at  some  500  billion  lire  for  a  five- 
year  period  being  necessary  to  finance  the  reform; 
2)  the  resulting  confusion  and  drop  in  produc¬ 
tivity  for  a  number  of  years;  and  3)  the  limited 
amount  of  good  it  would  do  the  peasants,  several 
million  of  whom  might  add  only  one  hectare 
apiece.  The  supporters  of  the  idea  argue  that  the 
direct  expense  and  the  loss  in  production  would 
be  more  than  compensated  by  the  long-run  ad¬ 
vantages  of  the  reform,  and  that  even  though  the 
benefits  for  the  peasant  would  be  marginal,  they 
would  be  worth  gaining.  The  greatest  significance 
of  the  proposed  land  reform,  however,  would  be 
political.  It  would  weaken  one  of  the  principal 
arguments  of  the  Communists,  and  would  in¬ 
crease  peasant  support  for  the  government. 

On  April  17  Premier  Alcide  de  Gasperi  an¬ 
nounced  the  general  terms  of  a  measure  which  the 
government  hoped  shortly  to  introduce  into  Par¬ 
liament,  embodying  Minister  Segni’s  proposals  in 
a  somewhat  diluted  form.  Since  the  bill  will  meet 
considerable  opposition  from  the  Left,  which  con¬ 
siders  it  inadequate,  as  well  as  from  the  Right,  it 
will  probably  be  a  long  time  before  any  definite 
action  on  it  can  be  taken. 


INDUSTRIAL  EXPANSION 


It  is  in  industry,  however,  that  the  crucial  strug¬ 
gle  for  increased  production  in  Italy  will  occur. 
Expansion  of  industrial  output,  in  turn,  will  require 
enlargement  of  the  country’s  productive  equipment 
and  the  import  of  raw  materials  which  cannot  be 
produced  at  home. 

By  the  end  of  1948  the  general  level  of  industrial 
production  exceeded  90  per  cent  of  1938.  Although 
less  than  the  average  for  Western  European  coun¬ 
tries,  whose  production  surpassed  115  per  cent 
of  the  1938  level  by  year’s  end,  it  represented  sub¬ 
stantial  gains  over  1946  when  Italian  production 
had  fallen  to  40  per  cent.  However,  the  rate  of 
recovery  has  varied  in  different  branches  of  in¬ 
dustry.  Electric  power  expanded  by  September  1948 
to  163  per  cent  of  1938  output  and  chemicals  to  106 
per  cent,  but  lumber  production  was  only  55  per 
cent  of  1938.  In  many  cases  those  industries  which 
employ  relatively  little  manpower  as  compared  with 


I?'  Lama,  op.  cit.,  p.  329.  Figures  based  on  a  study  by  the 
htituto  Nazionale  di  Economia  Agraria,  presented  in  an  article 
oy  Professor  Luigi  Einaudi  (now  President  of  Italy),  Corriere 
ifik  Sera,  May  i,  1948.  See  also,  L.  J.  Wollemborg,  “Italy, 
•949>"  The  Commonweal,  January  28,  1949,  p.  392. 


capital  equipment,  such  as  chemicals  and  electric 
power,  expanded  most  rapidly,  while  those  that 
have  higher  labor  costs  and,  incidentally,  offer  the 
greatest  opportunities  for  increased  employment — 
construction,  building  materials,  machinery  and 
equipment — were  most  depressed.  Moreover,  exist¬ 
ing  productive  capacity,  generally  speaking,  was 
not  fully  utilized. 

A  major  cause  of  this  sluggishness  was  inade¬ 
quate  demand:  externally  because  of  the  compara¬ 
tively  high  price  of  Italian  manufactures;  in¬ 
ternally  because  of  insufficient  purchasing  power. 
One  reason  for  the  restricted  domestic  demand 
was  the  unwillingness  of  many  Italians — owing 
perhaps  to  a  lack  of  confidence  in  the  future — to 
invest  money  in  long-term  improvements  such  as 
fertilizers  and  tractors  on  farms,  or  new  housing 
and  productive  equipment. 

As  a  result  only  a  small  portion  of  Italy’s  labor 
force  was  actually  employed  in  industrial  produc¬ 
tion:  about  18  per  cent  in  1948  as  compared  with 
35.7  per  cent  in  the  United  Kingdom,  27.9  per 
cent  in  the  United  States,  or  32.4  per  cent  in  the 
Netherlands.*®  Moreover,  industrial  employment 
declined  from  4  million  in  1936  to  3.74  million  in 
1948.  Simultaneously  employment  in  other  branch¬ 
es  of  the  economy  rose,  especially  in  trade  and 
government  services  which,  together,  had  ab¬ 
sorbed  744,000  new  workers,  representing  added  na¬ 
tional  overhead  without  increased  productive  capac¬ 
ity.  The  most  serious  decline  in  employment  oc¬ 
curred  in  the  construction  industries  where  the 
number  of  workers  dwindled  from  979,000  in 
1936  to  415,000  in  1948.  Two  conclusions  seem 
justified:  i)  that  the  proportion  of  the  labor  force 
employed  in  manufacturing  was  too  small;  and 
2)  that  labor  power  had  moved  from  productive 
activities,  especially  from  construction*^  and  capi¬ 
tal  goods  to  trade,  public  service,  and  utilities 
which  made  relatively  less  contribution  to  the 
total  stock  of  consumer  goods.  If  Italy  is  to  de- 

18.  ECA,  Italy,  cited,  pp.  10,  14-15;  ECA  Report  .  .  .  to  the 
United  Kingdom,  voL  3,  Statistical  Supplement,  p.  49;  ECA, 
The  Netherlands,  Country  Study,  p.  15. 

19.  L.  J.  Wollemborg,  “Political  Stagnation  in  Italy,”  The 
Commonweal,  April  22,  1949.  The  lack  of  activity  in  the 
construction  industries,  especially  in  ordinary  housing,  is  of 
particular  significance:  i)  because  it  is  one  of  the  crucial  areas 
where  expanded  investment  would  create  very  substantial  in¬ 
creases  in  employment  opportunities;  and  2)  because  the  acute 
lack  of  housing  is  one  of  the  war-devastated  country’s  most 
critical  problems  whose  alleviation  would  produce  important 
social  and  political  benefits.  A  plan  introduced  into  Par¬ 
liament  in  the  summer  of  1948  by  Amintore  Fanfani,  Minister 
of  Labor  and  Social  Security,  would  have  provided  for  large- 
scale  construction  of  low  cost  housing  at  the  expense  of  gov¬ 
ernment,  labor  and  management.  As  finally  passed,  however, 
it  will  provide  only  about  one-fourth  of  a  million  units  in  seven 
years,  compared  with  an  estimated  need  of  one  and  a  half 
million  units. 
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velop  a  sound  economy,  more  labor  must  be  em¬ 
ployed  in  fully  utilizing  the  existing  plant  and  the 
community  must  to  a  larger  extent  spend  its  sav¬ 
ings  in  the  expansion  of  that  plant. 

INADEQUATE  INVESTMENT 

Out  of  total  goods  and  services  made  available 
in  Italy  during  1947,  estimated  at  $10.48  billion, 
net  investment  and  maintenance  amounted  to 
$2.41  billion,  or  23  per  cent,  a  relatively  high  per¬ 
centage.  A  disproportionately  large  proportion, 
however,  was  spent  for  nonproductive  purposes, 
especially  in  the  accumulation  of  inventories.  Dur¬ 
ing  the  first  six  months  of  1947,  before  the  infla¬ 
tion  was  broken  by  strict  government  action  in 
September,  speculative  inventory  accumulation 
amounted  to  more  than  a  third  of  total  invest¬ 
ment.  Large  amounts  were  spent  for  transport 
and  commerce  (21.6  per  cent  of  total  investment) 
and  for  reconstruction  and  rehabilitation  of  old 
plant  (13.6  per  cent),  while  only  7  per  cent  was 
spent  for  housing  and  another  7  per  cent  for  new 
plant.  Agriculture,  which  so  desperately  needed  fur¬ 
ther  improvement,  received  only  7.6  per  cent  of  total 
investment.  Figures  for  1948  are  not  yet  available, 
but  it  is  thought  that,  the  total  volume  of  invest¬ 
ment  declined,  and  a  net  reduction  in  inventories 
took  place.^“ 

If  Italy  is  to  expand  prtjduction,  it  must  come 
to  grips  with  two  basic  problems:  i)  the  internal 
distribution  of  resources  between  consumption,  in¬ 
vestment  and  governmental  expenses,  and  the  bal¬ 
ancing  of  total  national  income  with  expenditure; 
and  2)  the  task  of  obtaining  adequate  supplies 
from  abroad.^* 

THE  INTERNAL  BALANCE 

In  1947  a  soaring  inflation — the  general  price 
index  for  all  items  had  reached  5,331  (1937=100) 
in  September — afflicted  Italy.  Sliding-scale  wage 
agreements  in  most  industries  and  the  rapid  ex¬ 
pansion  of  bank  credit,  coupled  with  inflationary 
advances  from  the  Bank  of  Italy  to  meet  the  gov¬ 
ernment’s  large  deficits,  had  accelerated  the  infla¬ 
tion.  As  a  result,  widespread  hoarding,  accumula¬ 
tion  of  inventories,  and  wasteful  consumption  de¬ 
veloped,  with  disastrous  consequences  for  the  pop¬ 
ulation. 

The  government  in  October  1947  ordered  a  large 
increase  in  the  reserve  requirements  of  banks, 
and  a  higher  discount  rate.  Many  firms,  running 
short  of  credit,  began  to  unload  their  inventories, 
buyers’  resistance  developed,  and  by  March  1948 

20.  EGA,  Italy,  cited,  pp.  12-13. 

21.  For  an  over-all  picture  see,  Foa,  op.  at. 


wholesale  prices  had  tumbled  15  to  20  per  cen. 
and  the  cost  of  living  had  fallen  about  12  pc 
cent.  The  accompanying  lack  of  confidence  in  tt: 
future  and  unwillingness  to  invest  stimulated  fu: 
ther  the  deflationary  spiral  which  displayed  all  th: 
familiar  symptoms  of  a  recession.^^  Recovery  k- 
gan  in  the  spring  of  1948.  The  general  price  k 
dex,  having  fallen  to  a  low  of  4,601  in  July,  k 
since  remained  relatively  stable.  A  rise  to  4,910  u 
September  may  be  attributed  largely  to  the  aboL 
tion  of  the  government  subsidy  on  wheat  product 

TAX  REFORMS 

An  underlying  factor  in  both  the  inflationary 
trend  and  the  inadequate  investment  level  is  th 
present  organization  of  a  fiscal  system  which  pr 
vides  insufficient  income  to  defray  government  c, 
penses,  tends  to  maintain  the  existing  wide  dt 
crepancy  between  the  rich  and  the  poor,  an. 
blocks  rather  than  encourages  the  expansion  1; 
private  investment. 

During  the  fiscal  year  1947-48  total  governme: 
receipts  amounted  to  828  billion  lire,  as  again; 
expenses  of  1,547  billion  lire.  An  additional  ^ 
billion  lire  negative  balance,  needed  to  maintai: 
government-owned  plants,  brought  the  total  d.:' 
cit  for  the  year  to  784  billion  lire.  The  gover. 
;nent  thus  raised  somewhat  over  one-ha!f  of  its 
expenses  which — although  better  than  the  0:.; 
quarter  raised  in  1945-46  and  little  more  tha: 
one-third  in  1946-47 — was  not  enough  for  a  fun: 
tioning  economy.^^  The  outlook  for  the  cutter.: 
fiscal  year,  1948-49,  however,  appears  to  be  gtead 
improved.  According  to  a  budget  statement  b; 
Treasury  Minister  Giuseppe  Pella  on  April  8,  k 
deficit  this  year  will  be  481  billion  lire,  despite  a; 
increase  in  expenditures.  In  the  same  message,  th: 
deficit  for  the  coming  fiscal  year  is  projected  i 
1 74  billion  lire.^'* 

Governmental  revenues  constituted  about  17  pt 
cent  of  the  national  income  in  1947  as  compare; 
with  24  per  cent  in  1938,  representing  a  decline  i: 
real  taxation.  By  contrast  the  rate  of  taxation  ii 
the  United  States  in  1948 — federal,  state  and  loci 
combined — was  about  24  per  cent  of  gross  na 
tional  product,  and  in  the  United  Kingdom,  | 
per  cent.^*  The  inadequate  level  of  taxation  thic 
contributed  to  the  inflationary  tendencies  in  th: 
economy. 

22.  Treves,  op.  cit.;  UN,  Monthly  Bulletin  of  Statistics,  hf- 
1949,  p.  156. 

23.  Bollettino,  cited,  p.  39. 

24.  New  York.  Times,  April  9,  1949. 

25.  Great  Britain,  Economic  Survey  for  1949,  Cmd.  7^-’ 
(London,  1949);  U.S.  Council  of  Economic  Advisers.  Econont 
Indicators,  October  1948;  EGA,  Italy,  cited,  p.  9;  UN  MontHf. 
Bulletin,  December  1948,  p.  122;  Bollettino  cited,  p.  39. 
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of  payments — plus  the  postwar  disorganization  of 
world  trade,  have  handicapped  Italy’s  efforts  to 
establish  an  adequate  volume  of  commerce. 

Traditionally  Italy  was  able  to  pay  for  a  long- 
run  excess  of  imports  over  exports  by  means  of 
emigrant  remittances  and  income  from  tourists 
and  shipping.  Following  World  War  I,  borrow¬ 
ing  and  reparations  helped  to  balance  Italy’s  for¬ 
eign  payments  account.  From  1927  on,  however,  a 
chronic  deficit,  coupled  with  the  flight  of  capital, 
forced  the  government  to  dip  into  its  gold  and 
foreign  exchange  holdings  which  fell  from  $1,184 
million  in  1927  to  $181  million  in  1939.  By  1945 
gold  and  foreign  exchange  holdings  had  reached 
a  low  of  ,  $24  million.^^ 

In  1946  the  net  deficit  on  current  account  totaled 
$382  million  which  was  covered  by  contributions 
and  loans  of  $675  million,  thus  giving  Italy  the 
means  of  re-establishing  some  foreign  exchange 
holdings.  The  deficit  for  1947  was  in  the  neigh¬ 
borhood  of  $400  million,  covered  by  a  reduction 
in  Italy’s  foreign  exchange  holdings,  by  various 
loans,  and  by  foreign  relief  funds  from  the  United 
States,  including  $121  million  under  the  law  of  July 
4,  1947,  and  about  $200  million  through  the  Interim 
Aid  Act  of  December  23,  1947.^°  The  original  Ital¬ 
ian  estimate  for  1948-49,  showing  a  current  ac¬ 
count  deficit  of  $8.:j6.5  million,  was  reduced  by 
the  OEEC  to  $648  million.  Late  EGA  estimates 
brought  the  expected  gap  even  lower,  to  $525.7 
million,  on  the  basis  of  an  unexpected  increase  in 
Italian  exports  and  a  decrease  in  imports.  The 
deficit  with  dollar  accounts  will  run  to  $547  mil¬ 
lion.  Allowing  for  other  capital  transactions,  and 
an  increase  of  dollar  reserves  by  $60.4  million,  the 
estimated  requirements  for  United  States  aid  dur¬ 
ing  1948-49  were  placed  at  $555.5  million,  while 
the  needs  for  1949-50  are  estimated  at  $555  million.** 

FOREIGN  TRADE  FLUCTUATIONS 


Income  from  direct  taxes,  moreover,  was  rela¬ 
tively  small.  In  1948  Britain  received  46.4  per  cent 
of  its  public  revenue  from  direct  taxes,  while  in 
the  United  States  72  per  cent  of  federal  income 
came  from  direct  taxes  on  individuals  and  cor¬ 
porations.  In  Italy,  however,  revenue  from  direct 
taxes  has  always  been  limited.  In  1913-14  it  con¬ 
stituted  31.5  per  cent  of  national  revenue,  in  1946- 
47,  about  19  per  cent,  and  in  1947-48  it  had  fallen 
to  less  than  12  per  cent.  The  turnover  tax  on  all 
kinds  of  business  transactions,  by  contrast,  pro¬ 
duced  over  30  per  cent  of  the  government’s  rev- 
enues.^^  The  existing  system  of  taxation,  there¬ 
fore  was  deficient  on  at  least  three  major  counts: 
i)  it  produced  insufficient  revenue;  2)  it  weighed 
more  heavily  on  the  poor  than  on  the  well-to-do; 
and  3)  through  the  turnover  tax  and  an  extraor¬ 
dinarily  complex  licensing  system  it  impeded  in¬ 
dustrial  activity  at  every  level.^^ 

The  difficulty  of  making  effective  reforms  in 
this  field  is  illustrated  by  the  resistance  now  of¬ 
fered  to  collection  of  the  modest  direct  taxes  at 
present  in  force.  A  notable  example  of  tax  evasion 
on  a  large  scale  was  recently  uncovered  in  the 
case  of  Giulio  Brusadelli,  a  major  industrialist  who 
had  been  paying  taxes  on  a  declared  income  of 
2  million  lire.  Investigation  disclosed  that  he  owned 
assets  valued  at  5  billion  lire,  and  had  evaded  pay¬ 
ment  of  over  460  million  lire.  The  Minister  of 
Finance  at  the  end  of  1947  appointed  a  committee 
of  experts  to  examine  the  whole  question  of  fiscal 
reform.  While  these  inquiries  have  as  yet  resulted 
in  no  far-reaching  changes,  the  government  has  at 
least  undertaken  a  vigorous  campaign  against  tax 
evasion,  as  the  Brusadelli  investigation  itself  re¬ 
veals. 

THE  EXTERNAL  BALANCE 

Since  Italy  lacks  the  basic  raw  materials  needed 
for  industry,  these  must  be  imported  in  large  quan¬ 
tities  to  be  processed  and  subsequently  exported  in 
the  form  of  manufactured  goods.  The  profits  from 
this  exchange  constitute  a  major  source  of  income 
for  the  Italian  people,  indispensable  for  their  sup¬ 
port.^®  Unfortunately  for  Italy,  the  autarchic  poli¬ 
cies  of  fascism — justified  in  the  opinion  of  Musso¬ 
lini  by  a  continuing  inability  to  meet  the  balance 

26.  Bollettino,  cited,  p.  39. 

27.  “Some  Remarks  Concerning  Italy’s  Public  Finances,"  Re¬ 
view  of  Economic  Conditions  in  Italy,  November  1947,  p.  353; 
Cesare  Cosciani  "A  Critical  Examination  of  the  Italian  Tax 
System,”  Banca  Nazionale  del  Lavoro,  Quarterly  Review,  April 
1948,  pp.  310-20. 

28.  See  Thomas,  op.  cit.,  chap.  3.  For  more  detail  see,  U.S. 
Tariff  Commission,  Italian  Commercial  Policy  and  Foreign 
Trade,  1^22-40,  Report  No.  142,  Second  Series  (Washington, 

>941). 


The  increase  in  exports  which  has  reduced  the 
gap  in  the  Italian  balance  of  payments  is  a  favor¬ 
able  development,  but  in  some  particulars  it  re¬ 
flects  short-run  rather  than  long-term  trends.  Total 
exports  for  1948  reached  $1,068.7  million  in  value, 
compared  with  exports  in  1938  of  $1,100  million 

29.  ECA,  Italy,  cited,  p.  24.  International  Monetary  Fund, 
International  Financial  Statistics,  December  1948,  p.  84-85. 

30.  ECA,  Italy,  cited,  p.  24;  House  Select  Committee  on 
Foreign  Aid,  The  Italian  Crisis  and  Interim  Aid  (Washington, 
1947),  p.  ii.  From  September  8,  1943  until  the  enactment  of 
ECA,  the  United  States  provided  for  Italy  a  total  of  $1,835  t^iil- 
lion  in  various  forms,  of  which  only  $100  million  was  in  the 
form  of  a  loan. 

31.  Organization  for  European  Economic  Cooperation,  Report 
to  the  ECA  on  the  First  Annual  Programme,  pp.  12,  14;  ECA, 
Italy,  cited,  pp.  25,  56. 
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(1948  prices).  Since  current  trade  with  Italy’s 
former  colonies  has  dwindled  to  an  insignificant 
amount  in  contrast  to  the  large  prewar  trade,  non¬ 
colonial  exports  for  the  year  exceed  the  compar¬ 
able  prewar  volume.*^  Among  the  factors  respon¬ 
sible  for  this  very  substantial  increase  were:  i) 
exchange  rate  and  lire  devaluation  policies;  2)  the 
deflation  which  reduced  Italian  prices;  and  3)  fa¬ 
vorable  —  although  in  some  cases  temporary  — 
market  opportunities.  These  factors,  however,  can¬ 
not  be  expected  to  continue  in  the  future. 

The  distribution  of  exports  reveals  some  signifi¬ 
cant  changes  in  the  general  trade  pattern.  Exports 
of  semifinished  products  in  the  first  half  of  1948 
had  grown  to  116  per  cent  of  1938  volume.  Ex¬ 
ports  of  foodstuffs,  however,  had  declined  to  46 
per  cent,  reflecting  both  a  fall  in  Italian  produc¬ 
tion  and  reduced  demand  from  importing  coun¬ 
tries,  especially  for  luxury  items.  The  chief  loss  in 
markets  occurred  in  the  former  colonies  and  in 
Germany;  the  greatest  increase  in  Argentina, 
which  took  over  $110  million  worth  of  goods  in 
1948 — about  12  per  cent  of  total  exports — as  com¬ 
pared  with  $42.6  million  in  1938  (1948  prices), 
thus  becoming  Italy’s  largest  market.  Exports  to 
the  United  States  have  not  reached  the  level  of 
$118.3  million  attained  in  1926.  Nevertheless,  the 
United  States  is  now  Italy’s  second  largest  cus¬ 
tomer,  exports  in  1948  of  $89.3  million  exceeding 
the  1938  level  of  $82.3  million. 

Italian  imports,  exceeding  prewar  levels,  climbed 
to  a  value  of  $1,498.9  million  in  1948  as  compared 
with  $1,075  million  (1948  prices)  in  1938.  This, 
however,  still  represents  an  inadequate  volume  of 
imports.  The  1938  level,  under  the  impact  of 
Fascist  autarchic  policies,  was  already  too  low  to 
support  sufficient  industrial  production.  Moreover, 
the  postwar  increase  in  imports,  to  a  great  extent 
paid  for  by  outside  assistance,  included  a  large 
percentage  of  food  products,  especially  wheat, 
needed  to  supplement  deficient  domestic  produc¬ 
tion.  For  adequate  Italian  recovery  it  will  be  neces¬ 
sary  to  expand  considerably  the  import  of  indus¬ 
trial  raw  materials.  The  volume  of  imports  there¬ 
fore  reflects  an  unsatisfactory  level  of  domestic 
production,  although  the  recent  upturn  in  Italian 
industrial  activity  may  well  lead  to  an  increase  of 
imports,  particularly  of  capital  equipment  and  in¬ 
dustrial  raw  materials. 

32.  EGA,  Italy,  cited,  p.  27.  Index  for  total  exports  by  vol¬ 
ume:  1938,  100;  1946,  39;  1947,  57;  1948  (first  halfh  78: 
1948  (first  10  months,  Italian  statistics),  85.  Expert  values  rose 
from  $53.8  million  in  January  1948  to  $117.7  million  in 
November. 


Italy’s  road  back 
OUTLOOK  FOR  EAST-WEST  TRADE 

Total  Italian  exports  to  Eastern  Europe  in  1948 
were  about  half  of  prewar  volume,  being  valued 
at  $46  million  for  January-September  1948.  Ex¬ 
ports  to  Yugoslavia,  Poland  and  Czechoslovakia 
had  almost  recovered  their  prewar  level,  but  trade 
with  Hungary,  Rumania  and  Albania  had  fallen 
considerably.  The  U.S.S.R.  had  been  a  negligible 
customer  of  Italy’s  before  the  war,  taking  only 
$26,000  worth  of  goods  annually,  but  in  January- 
September  1948  its  purchases  amounted  to  $2.3 
million.  The  largest  component,  machinery,  ac¬ 
counted  for  45  per  cent  of  the  total.^^ 

A  great  expansion  of  Italo-Russian  trade  was  en¬ 
visaged  in  a  commercial  agreement  between  the 
two  countries  signed  in  December  1948  which  pro¬ 
vides,  in  one  protocol,  for  an  exchange  of  30  billion 
lire  ($50  million)  annually.  Russia  is  to  furnish 
grain  and  other  raw  materials,  while  Italy  under¬ 
takes  to  ship  industrial  products  and  fruits.  A  sec¬ 
ond  protocol  anticipates  an  exchange  of  goods 
valued  at  60  billion  lire  over  a  three-year  period, 
including  Italian  export  of  ships  up  to  5,000  tons, 
floating  docks,  tugboats,  electric  generators,  and  so 
forth.  Russia  will  furnish  essential  materials  for 
the  manufacture  of  these  goods,  notably  cast  iron, 
steel  and  crude  oil.^'*  An  Italo-Yugoslav  agreement 
signed  on  February  3,  1949,  and  another  concluded 
with  Hungary  December  20,  1948  call  for  further 
increases  in  trade  with  Eastern  Europe. 

To  what  extent  the  obstacles  to  future  expansion 
of  this  trade  are  political,  and  to  what  extent  eco¬ 
nomic,  is  not  clear.  The  EGA  reports  that  whether 
Italian  exports  to  Eastern  Europe  can  be  expanded 
depends  “primarily  upon  political  factors  and  upon 
Eastern  Europe’s  willingness  and  ability  to  ex¬ 
pand  exports  of  the  basic  products  Italy  needs,  par¬ 
ticularly  grain,  coal,  and  lumber.”^’ 

POLITICAL  OBSTACLES 

Although  fundamental  material  limitations  on 
the  Italian  economy  will  not  permit  the  achieve¬ 
ment  of  a  high  general  standard  of  living,  consid¬ 
erable  improvement  over  present  standards  is 
technically  possible.  The  immediate  obstacles  to 
more  rapid  progress  are  social  and  political  rather 
than  economic.  They  include  the  attitudes  of 
Communist-led  labor  federations  and  cautious  in¬ 
dustrialists,  the  burden  of  bureaucratic  red  tape 
and  a  stultifying  fiscal  policy,  and  stagnation  in 
politics. 

33.  77-78. 

34.  New  YorJ(  Times.  December  14,  15,  1948. 

35.  EGA,  Italy,  cited,  p.  41. 
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The  Communists,  capitalizing  on  the  real  pov¬ 
erty  of  the  mass  of  Italy’s  population  and  the  often 
glaring  evidence  of  disparities  in  wealth,  as  well 
as  on  their  record  in  the  Partisan  movement 
against  the  Germans,  have  been  able  to  establish 
a  strong  position  of  leadership  among  those  with 
most  reason  to  be  dissatisfied.  With  their  major 
objectives  the  achievement  of  radical  social  trans¬ 
formations  and  the  seizure  of  power,  they  have 
not  hesitated  to  sacrifice  production  efficiency 
through  strikes  and  “noncollaboration.”  Even 
workers,  who  see  that  chronic  strikes  by  lowering 
total  production  also  lower  real  incomes,  and  that 
the  Marshall  plan  actually  helps  keep  the  wheels 
of  industry  turning,  may  still  accept  these  costs  as 
the  necessary  price  for  a  new  social  order.^^ 

COMMUNISTS  AND  LABOR 

The  major  source  of  Communist  power  has  been 
the  trade  union  movement.  Of  the  approximately 
19  million  persons  in  the  country’s  labor  force, 
at  least  7  million  are  members  of  labor  unions 
which,  in  turn,  are  intimately  related  to  the  vari¬ 
ous  political  parties,  the  Communist  party  domi¬ 
nating  the  strongest  union  offices. 

The  leading  labor  organization  is  the  Italian 
General  Confederation  of  Labor  (CGIL).  Formed 
in  the  summer  of  1944  by  Christian  Democratic, 
Socialist  and  Communist  labor  leaders,  the  CGIL 
was  intended  to  be  completely  nonpolitical,  in 
contrast  to  the  distinctly  partisan  orientation  of 
pre-Fascist  unions.  By  June  1947,  however,  the 
Communist  leaders  had  gained  sufficient  strength 
in  the  CGIL’s  directorate  and  executive  commit¬ 
tee  to  dominate  the  organization.  The  result  has 
been  that  a  large  percentage  of  the  postwar  strikes 
and  work  stoppages  have  had  direct  political 
rather  than  economic  objectives.  Of  436  work 
stoppages  from  January-June  1948,  involving  more 
than  2.8  million  workers,  49  per  cent  were  attrib¬ 
uted  to  noneconomic  objectives,  according  to  a  re¬ 
port  of  the  General  Confederation  of  Italian  In¬ 
dustry.*^  For  the  first  nine  months  of  1948,  735 
strikes  were  called,  involving  almost  194,000  estab¬ 
lishments,  7.7  million  workers,  and  the  loss  of 
about  60.6  million  hours  of  work. 

Growing  opposition  to  Communist  labor  leader¬ 
ship  came  to  a  head  in  July  1948  when  the  CGIL 
called  a  general  strike  following  the  attempted 
assassination  of  Palmiro  Togliatti,  leader  of  the 

36.  For  an  analysis  of  various  motivations  for  supporting  the 
Communist  party  sec,  J.  C.  de  Mcnascc,  “Some  Italian  Com¬ 
munist  Types,”  The  Commonweal,  March  i8,  1949,  pp.  558-61. 
37'  J.  H.  Palmer,  “Postwar  Labor  Movement  in  Italy,”  U.S. 
Bureau  of  Labor  Statistics,  Monthly  Labor  Review,  January 
•949.  pp.  49*53- 
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Communist  party.  The  eleven  Christian  Demo¬ 
cratic  members  of  the  CGIL  executive  protested, 
denouncing  the  move  as  a  political  maneuver.  In 
August,  under  the  leadership  of  Giulio  Pastore, 
they  withdrew  from  the  Confederation  and,  in 
October,  formed  the  Free  General  Italian  Con¬ 
federation  of  Labor  (LCGIL).  Labor  leaders  of 
the  other  non-Communist  parties  did  not  join  in 
the  schism,  however,  remaining  in  the  CGIL  on 
the  ground  that  trade  union  unity  was  of  supreme 
importance,  and  that  the  Communists  could  be 
more  effectively  countered  from  within  the  CGIL 
than  from  without.  The  prospect  that  they  might 
join  the  Christian  Democrats,  however,  increased 
as  all  non-Communist  labor  groups  met  in  Rome 
on  April  10,  1949  to  consider  the  possibility  of 
joining  forces.*®  At  the  year’s  end  the  LCGIL 
claimed  a  membership  of  1.5  million,  and  hoped 
to  reach  5  million  by  mid-1949.  The  CGIL,  how¬ 
ever,  retained  its  position  as  the  major  labor  or¬ 
ganization,  claiming  a  membership  of  6  million, 
although  independent  checks  indicate  that  a  sub¬ 
stantial  portion,  as  much  as  2  or  3  million,  are  not 
actually  dues-paying  members. 

LABOR-MANAGEMENT  PROBLEMS 

Employers,  for  their  part,  also  tend  to  impede 
the  progress  of  industrial  recovery.  Fearing  that 
more  generous  concessions  to  labor  may  weaken 
their  power,  and  hesitant  about  making  changes 
or  investing  capital  because  of  uncertainty  about 
the  future,  they  have  not  provided  the  strong,  posi¬ 
tive  leadership  Italian  industry  needs.  Moreover, 
the  experience  of  arbitrary  rule  under  fascism, 
and  of  both  German  and  Allied  occupation,  have 
taught  them  that  financial  success  stems  more 
from  good  personal  connections  than  from  tech¬ 
nical  efficiency.  It  will  take  time  to  alter  these 
attitudes.  Meanwhile,  employers  command  power¬ 
ful  agencies  for  presentation  of  their  special  inter¬ 
ests,  including  the  Italian  General  Industrial  Con¬ 
federation  (Confindustria),  the  Italian  General 
Confederation  of  Commerce  (CGIC),  and  the 
Italian  Agricultural  Confederation  (Confida). 

Labor-management  relations  have  been  regulated 
under  an  elaborate  code  concluded  in  August  1947 
between  the  CGIL  and  Confindustria.  One  of 
its  more  controversial  features  was  a  ban  on  dis¬ 
missal  of  workers  without  the  approval  of  factory 
work  committees,  perpetuating  a  similar  ban  de¬ 
creed  by  the  government  in  1945.  This  provision, 
intended  to  protect  workers,  has  meant  in  prac¬ 
tice  the  retention  of  surplus  labor  with  resulting 
“underemployment,”  available  work  being  spread 

38.  New  Yorl{  Times,  April  11,  1949. 
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among  all  the  employes,  and  half  pay  being  given 
for  the  difference  between  hours  actually  worked 
and  the  nominal  40-hour  week.  This  practice, 
which  has  raised  costs  and  therefore  prices  of 
Italian  manufactures,  led  Confindustria  in  Feb¬ 
ruary  1949  to  denounce  the  1947  code,  falling  back 
on  an  earlier  agreement  concluded  in  1943. 

If  Italian  products  are  to  sell  on  world  mar¬ 
kets,  surplus  workers,  in  the  long  run,  will  have 
to  be  dropped.  The  short-run  increase  in  unem¬ 
ployment,  however,  would  add  to  the  strain  on  the 
Italian  government  and,  by  lowering  demand, 
would  aggravate  the  difficulty  of  selling  in  the 
domestic  market.  At  this  point  the  government 
will  have  to  push  new  activities  such  as  housing 
construction,  hydroelectric  development  and  pub¬ 
lic  works  to  absorb  surplus  workers  when  they  are 
dropped  from  present  employment. 

political  doldrums 

In  dealing  with  current  questions  the  govern¬ 
ment  has  been  handicapped  by  its  political  de¬ 
pendence  on  groups  representing  diverse  interests 
whose  conflicting  demands  have  obstructed  the 
emergence  of  any  dynamic  programs  of  social  re¬ 
form.  This  situation  is  the  outgrowth  of  the  evo¬ 
lution  of  Italian  political  life  through  the  extraor¬ 
dinarily  complex  postwar  period.^^ 

By  the  end  of  1947  Italy  had  abandoned  the 
monarchy  and  the  Statuto  of  1848,  and  had  adopt¬ 
ed  a  constitution  which  came  into  force  on  the 
first  of  the  new  year.'®  The  new  republic  received 
its  first  test  in  the  elections  of  April  1948  in  which 
26  million  citizens,  92  per  cent  of  the  registered 
voters,  cast  their  ballots.  Of  this  number  48.7  per 
cent  supported  the  Christian  Democratic  party  as 
compared  with  35  per  cent  in  the  1946  elections 
to  the  Constituent  Assembly.  The  Marxist  parties 
polled  38  per  cent'**  as  compared  with  40  in  1946, 
but  registered  an  increase  in  absolute  terms  of 
about  one  million.  Their  chief  gains  were  among 
the  agricultural  workers  of  southern  Italy,  while 
in  the  industrial  north  the  Marxist  vote  declined. 
The  Republican  and  Liberal  parties  lost  most  of 
their  strength  to  the  Christian  Democrats.  The 

39.  See,  C.  G.  Haines,  “Italy’s  Struggle  for  Recovery — an 
Allied  Dilemma,”  Foreign  Policy  Reports,  December  i,  1944; 
Muriel  Grindrod,  The  New  Italy  (New  York,  Royal  Institute  of 
International  Affairs,  1947). 

40.  For  text  see.  Department  of  State,  Documents  and  State 
Papers,  April  1948,  pp.  46-63.  See  also,  Mario  F.inaudi,  “The 
Constitution  of  the  Italian  Republic,”  American  Political  Science 
Review,  August  1948,  pp.  661-76;  G.  S.  Hooker,  “The  Italian 
Constitution,”  Common  Cause,  January  1949,  pp.  233-38;  “The 
New  Italian  Constitution,”  The  World  Today,  July  1948,  p.  310. 

41.  This  included  the  Popular  Front  (Communists  and  Ncnni 
Socialists)  31  per  cent  and  the  independent  (Saragat)  Social¬ 
ists  7  per  cent  (1.8  million  of  the  to  million  Marxist  votes). 
The  independent  Socialists  have  participated  in  the  government. 


Rightist  parties,  however,  polled  2  million  votes, 
little  short  of  their  1946  strength  of  2.5  million. 
Thus,  while  the  Christian  Democratic  party  re¬ 
ceived  conservative  as  well  as  progressive  backing, 
it  did  not  receive  much  support  from  the  ex¬ 
treme  reactionaries.'*^ 

Under  the  Italian  system  of  proportional  repre¬ 
sentation,  the  Christian  Democrats  obtained  53.5 
per  cent,  or  307,  of  the  574  seats  in  the  Chamber 
of  Deputies.  The  Popular  Front  (Communists, 
and  the  Socialists  led  by  Pietro  Nenni)  elected  182 
deputies  of  whom  138  were  Communists.  The 
Nenni  Socialists  had  polled  40  per  cent  of  the 
Popular  Front  votes  but  received  only  24  per  cent 
of  this  group’s  seats. 

The  elections  resulted  in  polarization  around 
two  major  parties,  despite  the  use  of  proportional 
representation.  The  chief  reason  for  this  was  that 
the  Communists  had  become  so  strong,  and  the 
question  of  international  orientation  as  between 
East  and  West  so  predominant,  that  anti-Com- 
munists  who,  under  other  circumstances,  might 
have  voted  differently  tended  to  rally  behind  the 
Christian  Democratic  party.  Consequently,  it 
now  represents  a  coalition  of  widely  divergent  so¬ 
cial  interests.  Unlike  its  immediate  predecessor, 
the  Popular  party  founded  by  Don  Luigi  Sturzo, 
the  Christian  Democratic  party  has  entered  into 
close  relations  with  the  Church — particularly 
Catholic  Action,  its  militant  lay  organization— 
and  received  vigorous  clerical  support  during  the 
election  campaign.  Both  landed  and  industrial 
property  groups  also  voted  for  the  Christian  Demo¬ 
crats,  as  did  the  lower  middle  class  and  labor  groups 
which  originally  supported  the  Popular  party.'*^ 

Chief  responsibility  for  the  “combination” 
around  which  the  present  Italian  regime  is  cen¬ 
tered  rests  on  Prime  Minister  Alcide  de  Gasperi, 
a  master  of  political  maneuver  and  diplomacy, 
who  has  displayed  a  strong  sense  of  purpose, 
unquestioned  integrity  and  personal  austerity.  His 
leadership  holds  together  the  disparate  elements 
in  his  government.  Most  widely  known  of  the 
government’s  leaders  is  Count  Carlo  Sforza,  scion 
of  one  of  Italy’s  great  families,  a  man  of  world¬ 
wide  reputation  as  an  anti-Fascist  and  publicist 
who,  as  Foreign  Minister,  has  given  the  adminis- 

42.  Mario  Einaudi,  “The  Italian  Elections  of  1948,”  The  Re¬ 
view  of  Politics,  July  1948,  pp.  346-61.  For  a  detailed  analysis 
see.  Department  of  State,  “A  Statistical  Analysis  of  the  Italian 
Election  Results,”  DRE  Information  Note  No.  NWR-9,  No¬ 
vember  5,  1948.  Translated  from  Cronachc  Sociali  (Rome), 
July  15,  1948,  pp.  29-56. 

43.  For  an  analysis  of  the  social  composition  of  the  Catholic 
parties  see,  Gabriel  Almond,  “The  Christian  Parties  of  Western 
Europe,”  World  Politics,  October  1948,  pp.  30-58. 
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tration  a  touch  of  the  grand  style,  and  has  steered 
his  country  in  the  direction  of  European  unity 
and  co-operation  with  the  United  States.'*'* 

A  MIXED  OUTLOOK 

Caught  between  conflicting  interests,  the  govern¬ 
ment  has  been  hobbled  in  its  social  program.  The 
plan  of  Minister  of  Labor  Aminitore  Fanfani  for 
housing  construction,  unemployment  relief  and 
other  social  measures,  and  the  Segni  plan  for  ag¬ 
ricultural  reforms  have  been  crippled  in  Parlia¬ 
ment  or  cabinet.  At  the  moment  the  administra¬ 
tion  has  reached  a  stage  of  stagnation,  or  of  a 
drift  to  right-of-center. 

The  Socialist  party,  which  might  have  exercised 
its  influence  to  move  the  government  into  the  po¬ 
sition  of  an  authentic  Third  Force,  has  weakened 
itself  by  internal  confusion.  The  left  wing  under 
Pietro  Nenni  has  virtually  lost  its  independence  of 
action  by  subordination  to  Communist  policies. 
The  right  wing  has  split  into  two  groups  led  re¬ 
spectively  by  Giuseppe  Saragat  and  I.  M.  Lom¬ 
bardo,  both  cabinet  members.  Following  the  re¬ 
lease  on  February  i8,  1949  of  Prince  Borghese — 
accused  of  atrocities  and  collaboration  with  the 
Nazis — and  of  other  former  Fascists,'*^  Saragat  re¬ 
signed  from  the  cabinet.  On  March  2,  however, 
he  agreed  to  remain.  With  its  parliamentary  ma¬ 
jority  the  Christian  Democratic  party  need  not  de¬ 
pend  on  the  votes  of  the  Socialist  fraction,  and 
thus  for  practical  purposes  a  threatened  defection 

44-  H.  S.  Hughes,  “Italy  under  De  Gasperi,”  American  Per- 
ipective,  January  1949,  pp.  406-19, 

45-  Mario  Rossi,  “The  Liberation  Betrayed,”  The  Nation, 
March  26,  1949,  pp.  355-56. 


by  the  Socialists  has  relatively  little  effect  on  the 
government. 

The  opposition  centers  around  the  solid  Com¬ 
munist  party  bloc.  At  present,  however,  the  gov¬ 
ernment  has  little  to  fear  in  the  way  of  a  direct 
challenge  for  power.  On  the  other  hand,  con¬ 
tinued  Communist  hostility  impedes  the  progress 
of  Italian  recovery.  There  is  little  chance  of  sub¬ 
stantially  reducing  that  hostility  until  the  govern¬ 
ment  launches  an  effective  program  of  social, 
agrarian  and  fiscal  reform,  succeeds  in  stepping 
up  emigration,  and  actually  puts  into  operation  an 
investment  policy  which  can  absorb  much  of  Italy’s 
unemployed  and  lay  the  foundation  for  expanded 
production. 

Meanwhile,  in  the  cold  war,  the  United  States 
has  won  the  support  of  Italy,  an  important  coun¬ 
try  in  the  marginal  zone  between  East  and  West.**^ 
For  the  time  being,  however,  American  aid  has 
confirmed  the  special  privileges  of  vested  interest 
groups.  The  continued  protection  of  those  inter¬ 
ests  may,  in  the  opinion  of  some  observers,  keep 
the  Italian  economy  dependent  on  American  aid 
for  some  time  to  come,  making  it  more  difficult 
for  Italy  to  achieve  the  goal  of  self-support  by 
1952  envisaged  in  the  European  Recovery  Pro¬ 
gram.  Yet,  given  the  basic  limitations  of  Italy’s 
economic  situation,  genuine  progress  has  been 
achieved  since  the  war.  With  a  period  of  interna¬ 
tional  peace,  Italy  may  once  again  make  significant 
contributions,  not  only  to  world  economic  recov¬ 
ery,  but  also  to  world  culture  and  civilization.'*^ 

46.  Italy’s  foreign  relations  will  be  dealt  with  in  a  forthcom¬ 
ing  Foreign  Policy  Report. 

47.  Count  Carlo  Sforza,  Italy  and  Italians  (New  York,  Dut¬ 
ton,  1949),  pp.  158-59- 
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The  EGA  Program  m  Italy 


By  Fred  W.  Riggs  and  Sarah  Matthews 

Italy  was  one  of  the  original  parties  to  the  Paris 
consultations  during  the  summer  of  1947  which 
preceded  the  launching  of  the  European  Recovery 
Program.  On  April  6,  1948,  it  joined  with  the 
other  participating  nations  in  forming  the  Or¬ 
ganization  for  European  Economic  Cooperation, 
and  signed  an  agreement  with  the  United  States 
on  June  28'  under  the  terms  of  which  it  has  sub¬ 
sequently  been  receiving  American  aid,  amount¬ 
ing  to  $555.9  million  up  to  the  end  of  February 
1949.  All  but  $80  million  for  freight  charges  was 
spent  on  goods  which  fell  into  two  categories,  each 
receiving  almost  exactly  the  same  amount:  i)  food 
and  agricultural  goods;  and  2)  industrial  com¬ 
modities.  Wheat  constituted  the  largest  single 
item  ($147.5  niilhon),  followed  by  cotton  ($64.7 
million),  coal  ($55.3  million),  and  petroleum  ($43.1 
million).  The  remaining  funds  were  allocated 
among  a  great  many  commodities,  some  of  con¬ 
siderable  importance  in  helping  break  industrial 
bottlenecks  in  Italy All  told,  EGA  paid  for  some 
71  billion  lire  of  Italy’s  300  billion  lire  imports 
from  the  United  States  during  1948,  while  Interim 
Aid  funds  paid  for  another  80.5  billion  lire  of 
goods.^ 

EGA  RECOMMENDATIONS 

The  EGA  in  its  Country  Study  on  Italy  sug¬ 
gests  the  following  criteria  for  future  Italian  in¬ 
vestment  plans:  i)  “creation  of  maximum  volume 
of  employment”;  2)  preference  for  “investments 
with  a  high  and  rapid  yield”;  3)  close  examina¬ 
tion  of  international  cost  comparisons,  and  special¬ 
ization  in  production  where  domestic  costs  are 

1.  Department  of  State,  Convention  for  European  Economic 
Cooperation,  Publication  3145  (Washington,  1948).  Economic 
Cooperation  with  Italy,  Treaties  and  other  International  Acts 
Series  1789  (Washington,  194S).  luly  also  signed  the  Agree¬ 
ment  for  Intra-European  Payments  and  Compensations  on 
October  16,  1948,  under  which  it  received  drawing  rights  of 
S27  million  (including  $25  million  from  the  United  Kingdom), 
and  furnished  similar  rights  to  others  of  $47.4  million  (Bel¬ 
gium,  $iim.;  France,  $iim.;  Greece,  S7m.;  Western  Germany, 
$i2.7m.;  and  Turkey,  $5m.)  OEEC,  Agreement  for  Intra-Euro¬ 
pean  Payments  and  CompenscUions  (Paris,  1948). 

2.  EGA,  Ninth  Report  for  the  Public  Advisory  Board,  March 
16,  1949.  These  commodities  included:  industrial  machinery, 
$41. 8m.;  construction  and  mining  equipment,  $ii.5m.;  ma¬ 
chine  tools,  $3.7m.;  other  metal  working  machinery,  $ii.sm.; 
aircraft  parts  and  accessories,  $5. 5m.;  iron  and  steel  mill 
products,  $i3.9m.;  nonferrous  metals,  Si3.2m.;  and  chemicals, 
$10. 2m. 

3.  ECA,  Italy,  Country  Study  (Washington),  p.  74.  ECA. 
Seventh  Report,  and  Ninth  Report,  cited.  Department  of  State, 
Second  Report  to  Congress  on  the  V.S.  Foreign  Aid  Program 
(Washington,  1948).  By  the  end  of  1949,  $476  million  (ex¬ 
cluding  freight)  had  been  authorized  for  Italy  of  which  $397 
million  were  for  exports  from  the  United  States,  $6  million 
from  Canada,  $20  million  from  Latin  America,  $18.6  million 
from  other  participating  countries,  and  $33  million  from  other 
countries,  including  $31  million  from  Saudi  Arabia  for  most 
of  Italy's  crude  oil  imports. 


relatively  lower,  keeping  in  mind  the  low  real 
wages  of  labor;  and  4)  avoidance  of  autarchic 
policies."*  It  also  calls  attention  to  the  uneconomic 
development  of  certain  heavy  industries  under 
Fascist  autarchy,  such  as  armaments  and  ship¬ 
building,  which  must  now  be  subsidized,  permitt^ 
to  decline,  or  eliminated,  with  consequent  social 
reactions. 

Another  major  problem  noted  has  evolved  from 
the  practice,  particularly  during  the  interwai 
period,  of  subsidizing  industries  which  faced  bank¬ 
ruptcy.  This  has  led  to  state  ownership  of  a  large 
portion  of  Italy’s  enterprises,  especially  throng 
the  IRI,  a  government  agency  which  holds  con¬ 
trolling  interests  in  356  concerns,  accounting  for 
20  per  cent  of  the  personnel  and  36  per  cent  of  the 
capital  of  Italy’s  corporations.  Gonsequently  the 
free-market  check  on  efficiency  of  production  was 
destroyed,  but  it  has  not  been  replaced  by  planned 
economic  development.  Drastic  surgery  on  the 
structure  of  Italian  industry  will  consequently  be 
necessary  to  increase  its  efficiency.  The  EGA  con¬ 
cludes  that  private  enterprise  in  Italy  will  be  un¬ 
able  to  expand  production  sufficiently  and  there¬ 
fore  recommends  vigorous  government  action  in 
the  form  of  expanded  public  investment,  and  the 
development  of  more  effective  national  planning.’ 
The  Italian  government,  for  its  part,  has  prepared 
a  four-year  economic  plan  covering  industrial  in¬ 
vestments,  public  works,  use  of  the  EGA  counter¬ 
part  fund,  expansion  of  agricultural  production, 
import  and  export  estimates,  and  so  forth.  De¬ 
tails  were  embodied  in  a  report  submitted  in  Jan¬ 
uary  1949  by  Minister  Roberto  Tremelloni,  vice 
president  of  the  Inter-Ministerial  Gommittee  for 
Reconstruction  (GIR),  the  agency  responsible  for 
co-ordinating  Italy’s  recovery  program.*^ 

In  making  its  recommendations  ECA  faces  a 
dilemma.  By  law  and  by  announced  policy,  ECA 
is  committed  to  nonintervention  in  the  internal 
affairs  of  participating  countries.  At  the  same  time 
ECA  experts  necessarily  have  views  about  the  most 
effective  means  for  accomplishing  the  aims  of  the 
recovery  program.  In  this  situation  the  ECA  may 
indicate,  it  states  in  its  report,  “the  problems  which 
exist,  but  it  does  not  presume  to  determine  the 
manner  in  which  they  might  be  solved.”  That,  it 
says,  is  “the  responsibility  ...  of  the  Italian  Gov¬ 
ernment,”  which  may  “work  out  the  administra¬ 
tive  organization  necessary  for  making  the  most 
effective  use  of  ERP  aid.”^ 

4.  ECA,  Italy,  cited,  pp.  35-40,  44-45. 

5.  Ibid.,  p.  4. 

6.  Italian  Economic  Survey,  January-February  1949,  pp.  3'^ 

7.  ECA,  Italy,  cited,  p.  45, 


